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FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIL
All Savers Certificate deposits amounted to $38.9 billion at the end of 1981,
according to a recent report by FFIEC Chairman J. Charles Partee. The report,
requested by Treasury, indicated that thrift institutions held approximately
56% of All Savers deposits in depository institutions supervised by the five
federal agencies represented on the Council. Mr. Partee noted the Council
would request the agencies to continue to collect data on holdings of All
Saver deposits and supply Treasury with quarterly reports.
FEDERAL TRADE COMMISSION
The Senate Commerce Committee, meeting on 5/11/82, to consider S. 2499, the
"Federal Trade Commission Amendments Act of 1982," adopted an amendment to
the bill offered by Sen. Ted. Stevens (R-AK) which will restrict the juris
diction of the FTC to conduct investigations or engage in rulemaking to pre
empt state laws regulating professionals and their professional organizations
and associations. The Stevens' amendment was adopted by a wide margin of
bipartisan support, including that of Sen. Robert Fasten, Jr. (R-WS), Chair
man, Consumer Subcommittee, Committee on Commerce, Science and Transporation.
Unlike S. 2499 introduced on 5/6/82, by Fasten (see the 5/10/82 Wash. Rpt.),
the Stevens' amendment uses the definition of "professional" contained in the
National Labor Relations Act, which clearly includes CPAs. FTC Chairman Miller
is on record as opposing any exemption for professionals and professional or
ganizations from FTC jurisdiction. The bill also restricts FTC authority in
the advertising area, a position opposed by Chairman Miller.
HEALTH AND HUMAN SERVICES
The Department is currently seeking applicants for the position of Assistant
Inspector General for Auditing in the Office of Inspector General. The
Assistant Inspector General for Auditing is responsible for planning,
developing and directing a comprehensive audit program designed to ensure that
all Departmental programs and operations are effectively and economically
administered and comply with legal requirements concerning utilization of
funds. The Ass't.I.G. will manage four major divisions, which will assist him
in developing audit policy, planning programs to provide technical coordination
among Departmental audit activities and in administering all regional audit
activities through the Regional Audit Staff. Additionally, the position is
responsible for providing an independent appraisal of accounting, finance and
other operations of the Department to assist all levels of management in the
effective discharge of their responsibilities. For additional information
contact Barbara Houston at 202/426-7621 prior to 6/2/82.
TREASURY, DEPARTMENT OF
Imposition of penalties for failure to timely deposit federal unemployment taxes
(FUTA) for compensation paid to aliens temporarily engaged in agricultural
work under the Immigration and Nationality Act has been suspended until 6/30/82,
according to an IRS news release IR 82-52. In a prior release, the IRS had
indicated that such compensation was subject to FUTA, because the previous
exemption for this tax expired on 12/31/81. Legislation extending the exemption
from 1/1/82 to 12/31/83, has been passed by both the Senate and House of Repre
sentatives and is currently before a conference committee. The 60 day exten
sion should give Congress time to complete the necessary legislative action.
Percy P. Woodard, Jr., CPA, has been appointed Assistant Commissioner of Examina
tions at the IRS. In the new executive position created by the recent reorgani
zation of the IRS national office, Mr. Woodard will be responsible for develop
ing and supervising the execution of nationwide tax return examination programs.

-2Mr. Woodard began his career with the Service in 1959. From 1975 to 1978 he
served as assistant regional commissioner for employee plans and exempt organiza
tions in the IRS Southwest Region. From 1978 until his appointment, he was the
Southwest Assistant Regional Commissioner for Examinations. Mr. Woodard holds
a bachelor's degree in accounting from North Texas State University in Denton,
TX. He is a member of the AICPA and the Texas Society of CPAs.
Private foundation distribution requirements were the subjects of a recent notice
of proposed rulemaking from the IRS (see the 5/13/82 Fed. Reg., pp. 20629-30).
The proposed rule is the first major IRS regulatory action in over five weeks
or prior to the renewal of an exemption from an executive order requiring
prior approval of regulations from OMB. The exemption was renewed by OMB for
another year. The proposal redefines "distributable amount" and "operating
foundation" for purposes of applying IRC Section 4942, excise tax on founda
tions that fail to distribute their income or charitable purposes. The Economic
Recovery Tax Act of 1981 mandated the changes in the distribution, requiring
only that substantially all of the lesser of adjusted net income or minimum
investment return be distributed. In addition, if qualifying distributions in
excess of minimum investment return are not entirely dedicated to the active
conduct of the foundation's charitable activities, they must equal adjusted
net income in order to be treated as an operating foundation. Written comments
are requested by 7/12/82. For additional information contact Monice Rosenbaum
at 202/566-3422.
SPECIAL:

HOUSE BIEL ON TAXPAYER COMPLIANCE INTRODUCED BY ROSTENKOWSKI

H.R. 6300, the "Tax Compliance Act of 1982," was introduced by House Ways and
Means Chairman Dan Rostenkowski (D-IL) on 5/6/82. This bill attempts, according
to Ways and Means Committee staff, to improve upon S. 2198, the "Taxpayer
Compliance Improvement Act of 1982," introduced by Sen. Robert Dole (R-KS)
on 3/11/82. The bill contains six titles: Crimes, Abusive Tax Shelters, and
Fraud; Improved Information Reporting; Pensions and Other Retirement Income;
Foreign Transactions; Interest Provisions; and, Partnership and Subchapter "S."
While not providing for penalties associated with return disclosure, a provi
sion in the Dole measure opposed by the AICPA, Rostenkowski's bill provides
new civil penalties "on any person who aids, assists in, procures, or advises,
the preparation or presentation of a return, affidavit, claim or other document
under the internal revenue laws which the person knows will likely be used in
connection with any matter arising under the tax laws, and which the person
knows will (if used) result in an understatement of the tax liability of another
person." Penalties under this section in H.R. 6300 are $1000 for each return
or other document and $5,000 if related to the tax of a corporation. Title VI,
Partnership and Subchapter "S," provides for consolidated administrative and
judicial proceedings for determining the nature of partnership or Subchapter S
items at the partnership or corporate level, respectively. Ways and Means will
conduct a hearing on H.R. 6300 and H.R. 5829 (identical to S. 2198), on 5/18/82.
According to the Committee, they expect to hear testimony from the Department
of the Treasury, IRS, public and other invited witnesses.
SPECIAL:

REP. STARK INTRODUCES BILL TO LIMIT CORPORATE MERGERS

A measure designed to stop tax motivated corporate takeovers was introduced on
5/6/82, by Ways and Means Committee member Pete Stark (D-CA) . The "Corporate
Takeover Tax Act of 1982," H.R. 6295, repeals the partial liquidation provi
sions of the tax code. Additionally, it deletes certain exceptions that allow
corporations seeking their subsidi
ary's stock to escape taxation of any capital
gains. According to Rep. Stark, "The objective of the bill is to make the
tax system more nearly neutral with respect to corporate takeovers." He added
that the present tax system "creates a motive for takeovers quite apart from
any opportunity to improve the utilization of productive assets." Current
law allows corporate takeovers to be structured through partial liquidations

-3to avoid the recognition of a gain in what is essentially a direct purchase
of assets. Mr. Stark argued that purchasing corporations are now given "nearly
unfettered discretion to step up the basis of some of an acquired corporation's
assets so as to gain new depreciation deductions and retain for their assets
the acquired corporation's favorable tax attributes." H.R. 6295 would repeal
the partial liquidation provision of present law, while calling for shareholders
receiving property from a distribution in stock to qualify for capital gains
treatment. Mr. Stark said, "In this way, there would be parity of treatment
for a case when stock is purchased, and then redeemed with a property distribu
tion, and a case when the property is directly purchased." Further, the measure
replaces provisions in current law treating the purchase of stock in a corpora
tion as an acquisition of assets with rules that would allow for depreciation
and tax credit recapture from a sale while doing away with the tax attributes of
the company being purchased. The basis of the assets of the acquired company
would be adjusted to reflect the purchase price paid by the purchasing corpora
tion. Provisions in current law dealing with net operating loss and tax credit
carryovers would make the availability of such carryforwards dependent on the
continued ownership of those shareholders who were present during the loss years.
Thus, loss year shareholders would have to retain a 60% interest in the carry
over year, but once the interest falls below 20%, the carryforwards would be
eliminated. Under the bill, carryforwards would be reduced as the interest by
the shareholders declines. The Select Revenue Measures Subcommittee has scheduled
H.R. 6295 for a public hearing on 5/24/82 at 10 a.m. in 1100 Longworth House
Office Building. Requests to testify must be received by Hariett Lawler at 202/
225-3627 no later than 5/19/82.

For additional information, please contact Jim Kovakas, Gina Rosasco,
Nick Nichols or Kathee Baker at 202/872-8190.
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